WIGGINS, WILLTAMS & WIGGINS

A PROFESSIOMAL CORPORATION

LAWYERS
TELEPHONE (505) 754-8400 MAILING ADDRESS:
FACSIMILE (SOS) 764-8585 1I8CFRIC GRANDE,; W P.O. BOX 1308
ALBUQUERQUE, NEW MEXICO 87104 ALBUQUERQUE, NM 87103-1308
April 5, 2019

Ms. Melanie Sandoval

Bureau Chief of Records Management
Public Regulation Commission

1120 Paseo de Peralta, Room 418
Santa Fe, New Mexico 87504-1269

Case No. 18-00383-UT: In the Matter of the

Filing of Advice Notice No. 69 by Socorro
Electric Cooperative, Inc. (SEC)

Dear Ms. Sandoval:

We enclose for filing the original and six copies each of the Second Supplemental Direct Testimony
of Justin W. Proctor in support of The Socorro Electric Cooperative, Inc.’s rate filing and Certificate
of Service. Kindly forward an endorsed copy of each in the enclosed self-addressed, stamped
envelope. Please feel free to contact us should you have any questions. Thank you for your attention
to this matter.

Very truly yours,

WIGGINS, WILLIAMS & WIGGINS
A Professional Corporation

@ DW")@)

Christie Gnego
Paralegal
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Supplemental Direct Testimony of Justin W. Proctor; Case No. 18-00383-UT
STATE YOUR NAME FOR THE RECORD PLEASE.
Justin Proctor.
HAVE YOU PREVIOUSLY SUBMITTED PREPARED TESTIMONY IN
THIS CASE?
Yes. My initial prepared testimony was filed on December 3, 2018 and my
supplemental testimony was submitted on March 22, 2019.
WHAT WAS THE PURPOSE OF THIS SUPPLEMENTAL TESTIMONY?
The purpose of this supplemental testimony is to address the issues identified in
the NMPRC’s Hearing Examiner’s April 1, 2019 Order Requiring Additional
Supplemental Testimony.
WHAT METHOD DID SEC USE TO CALCULATE ITS REVENUE
REQUIREMENT? DEBT SERVICE COVERAGE APPROACH, TIER
METHOD OR SOMETHING ELSE.
SEC did not use a debt service coverage approach or the TIER method. SEC
calculated its revenue requirement based on the cash margins required to meet the
Board defined financial goals and objectives as exhibited on Schedule D-9.0 and
as previously testified to in Joseph Herrera’s March 22, 2019 supplemental

testimony at page 3, line 10 through page 6, line 18.
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Supplemental Direct Testimony of Justin W. Proctor; Case No. 18-00383-UT

The resulting cash revenue requirement based on these goals and
objectives is $1,250,032. The Board approved rate change of $1,249,993 enables
SEC to meet its financial goals and objectives as expressed in SEC Board Policy
No. 312.

Coverage ratios are financial metrics useful for monitoring financial
performance but do not take into consideration the specific financial condition of
the cooperative or its financial goals and objectives. As noted in both Exhibits 2
and 3, state regulatory commissions and lenders may provide guidelines for
proposed revenue changes, but each cooperative is different. Exhibit 2, Pg 24
states; “The TIER allowed for Distribution Coops is usually set at 2.0, but can be
higher or lower when warranted by the utility’s financial condition.” NRUCFC in
Exhibit 3 concedes “...an optimal TIER is seldom known.” For this reason, SEC
calculated its revenue requirement based on the required cash margins to meet
financial goals and objectives as I detail above.

IF SEC USED THE TIER METHOD:
WHAT TIER RATIO DID SEC USE? OPERATING TIER OR
SOMETHING ELSE.

SEC did not use the TIER method to calculate the revenue requirement.

LI
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Supplemental Direct Testimony of Justin W. Proctor; Case No. 18-00383-UT
WHAT TIER LEVEL DID SEC USE AND WHY? (FOR EXAMPLE, 1.2,
1.5,2.0. OR SOMETHING ELSE?)

SEC did not use the TIER method to calculate the revenue requirement. As
exhibited on Schedule D-9.0, the revenue requirement was based on SEC’s cash
requirement to meet its financial goals and objectives.

SET FORTH, BY GENERAL COMPONENT AND AMOUNT,
CALCULATION OF SEC’S REVENUE REQUIREMENT. FOR
EXAMPLE, SEE EXHIBIT 1 AT 3 -19 (EXAMPLE) AND EXHIBIT 2, P 25.
SEC did not rely on the TIER method to calculate the revenue requirement.
However, the components of the revenue requirement as depicted on Schedule A-
1.0 are reflected in SEC Exhibit 5 in a fashion similar to that shown in Exhibit 2,
Pg. 25.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.



Supplemental Direct Testimony of Justin W. Proctor; Case No. 18-00383-UT

VERIFICATION

STATE OF OKLAHOMA )
) SS.

COUNTY OF OKLAHOMA )

Before me, this undersigned notary public, personally appeared Justin W. Proctor, who
being by me first duly sworn upon oath, deposes and says that the foregoing prepared
supplemental direct testimony is true and correct to the best of his knowledge and belief.

Lo, Pua

JustmkW Proctor

SUBSCRIBED AND SWORN before me this 5™ day of April, 2019, by Justin W.
Proctor.
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Revenue Requirement Amount
O&M Expenses 19,168,128
Plus Depreciation Expense 2,396,141
Taxes other Than Income Taxes 631,787
Interest on Long Term Debt & Other 2,095,084
Interest on Short Term Debt 2,828
Non-Utility Expenses
Margin Required 2,976,957
Total Revenue Requirement 27,270,925
Less: Other Operating Revenue
Non-Utility Revenues, including interest Income 726,920
Patronage Capital Credits from Lenders (& G&T) 590,389
Revenue Required from Rates for Service 25,953,616

Data from Schedule A-1.0

SEC EXHIBIT 5



BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION
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Case No. 18-00383-UT

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the Second Supplemental Direct

Testimony of Justin W. Proctor in support of The Socorro Electric Cooperative, Inc.’s rate filing

and this Certificate of Service were served on April 5, 2019, as indicated below, to the following:

Via Email to:
SEC:
Lorna M. Wiggins
Patricia G. Williams
Joseph Herrera
Christie Griego
Justin Proctor
Rauni Montoya
Jimmy Capps
Donna Wilkins

Intervenor City of Socorro:
Nann Winter

Keith Herrmann

Polo Pineda

Donald Monette

Ed Reyes

Larry Blank, Ph.D.

Additional Intervenors:
Mark K. Adams
Don and Rita Steinnerd

Protestors:

Mayor Ravi Bhasker
Donald Monette
Leopoldo Pineda, Jr.
Rudy L. Chavez
Carl Lukesh
Stephanie Saavedra
Arthur P. Gonzales
Abran Baca, Jr.
Isacc Angel

Deanne Aragon

Iwiggins@wwwlaw.us;
pwilliams@wwwlaw.us;
jherrera@socorroelectric.com;
cgriego@wwwlaw.us;
justin.proctor@guernsey.us;

rmontoya@socorroelectric.com;

Jjcapps@socorroelectric.com;
donna@socorroelectric.com;

nwinter@stelznerlaw.com;
KHerrmann@stelznerlaw.com
ppineda@socorronm.gov;
dmonette@socorronm.gov;
Edwin.reyes.jr@comcast.net;
Ib@tahoeconomics.com;

mkadams@rodey.com;
reenerd(@q.com;

RBhasker@socorronm.gov;
Donald@themonettes.com;
pineda@pinedas.net;
elchavez67@gmail.com;
jlukesh@socorronm.gov;
ssaavedra@socoIToRm.gov;
agonzales@co.socorro.nm.us;
bongobaca@yahoo.com;
isaccangel78@yahoo.com;
daragon1722@gmail.com;

Catherine Stewart Roache

Nancy Feraldi
Melissa Salazar
Johnny Sedillo
Lena Chavez
Ruby Lopez
Violet Alvarado
Theresa Rivera
James Rivera
Zachery Anaya
Maribel Tarango
Valen Alonzo
Jim Quaranta
Anton Salome
Sammy Vivian
Demecio Silva
Enrique Trujillo
Jerry Griego
Tony Montoya
David Gutierrez
Sean Standiford
Celina Baca
Robert Serna

PRC:

Bradford Borman
Milo Chavez

Judith Amer

David Ault

Mahlon Wigton
Gabriella Dasheno
Beverly Eschberger
Carolyn Glick

csr1938@sdc.org;
nferaldi@gmail.com;
Meliss.salazar@yahoo.com;
sedillojohnny@yahoo.com;
lena.chavez1981@gmail.com;
rubyalopez@yahoo.com;
itsmevioleta@yahoo.com;
Theresarosales22@gmail.com;
trivera(@co.socorro.nm.us;
zanaya68@gmail.com;
southernmari2010@yahoo.com;
valonzo(@socorronm.gov;
Elkmanjimaz@gmail.com;
asalome@socorronm.gov;
sammyvirg@live.com;
openseasongohunt@yahoo.com;
ultimate dragon2004@yahoo.com;
dusty418@msn.com;
tbmontoya@gmail.com;
dgutierrezsr85@gmail.com;
sean.standiford@gmail.com;
CelinaBaca6@gmail.com;
767Serna@gmail.com;

Bradford.borman@state.nm.us;
Milo.chavez@state.nm.us;
Judith.amer@state.nm.us;

David. Ault@state.nm.us;
Mahlon. Wigton@state.nm.us;
Gabriella.Dasheno@state.nm.us;
Beverly.Eschberger@state.nm.us;
Carolyn.Glick@state.nm.us



Via first-class mail to:
Jerald R. Lopeman
106 Stallion Circle
Socorro, NM 87801

John and Barbara Da Costa
504 Central Avenue
Socorro, NM 87801

James Padilla
721 Bagley Street
Socorro, NM 87801

Oscar Acosta
403 A Street
Socorro, NM 87801

Davon Murrietta/Tiara Jojola

708 Highway 85
Socorro, NM 878011

Manuel Lara
802 Texas Avenue

_ Socorro, NM 87801

Johnny Valencia
503 Dolores Drive
Socorro, NM 87801

Joe A. Flores, Jr.
1107 Vermont
Socorro, NM 87801

Robert Serna
511 Calle Bonita
Socorro, NM 87801

Toby Jaramillo
815 Calvin Street, NE
Socorro, NM 87801

Michael P. Gonzales
804 Texas Ave.
Socorro, NM 87801

James Peralta
301 5™ Street, #11
Socorro, NM 87801

Sebastian A. Hinojosa
615 Ivy St. Box #B
Socorro, NM 87801

WIGGINS, WILLIAMS & WIGGINS
A Professional Corporation

e/ )

Lorha M. Wiggins
Patricia G. Williams

Attorneys for SEC
1803 Rio Grande Blvd., N.W. (87104)

P. O.Box 1308

Albuquerque, New Mexico 8§7103-1308

(505) 764-8400



